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BACKGROUND

During budget preparation, the best information available is used to estimate
the I evel of non-GPR funds (federal funds and specified PRO funds) that will
be realized. |In many instances, the amount of GPR funding appropriated for a
programis based on that estimated | evel of non-GPR funding. Questions about
the proper level of GPR funding ari se when the non-GPR funds realized differ
fromthe estimated levels in the budget.

Generally, the policy of DHSS is to maxi mi ze non-GPR fundi ng avail able while
at the sanme tinme saving state GPR. The goal is conmbined with the need for
appropriate |legislative oversight of program|evel changes and unanti ci pated
mat eri al variances in federal funds.

VWile a single policy may not cover all circunstances, a general policy is
needed so that subsequent case-by-case decisions can be made.

Details on the funds described bel ow and policy background are found in the
attachnent.

DEFI NI TI ONS

Di scretionary. Funds that are available within the | egal bounds allowed for
its use within the original purpose. These are usually federal grant or
conmunity aids nonies for which it is not practical to fully commt or expend
on a routine basis but have flexibility to allow use for simlar purposes.
These funds are usually identified by divisions and earmarked in comunity

ai ds statutes.

Excess Federal Reinbursement. Revenues derived from expenses which are
federally reinmbursed, but were originally charged to another source (usually
GPR). Federal reinbursenent is typically for prior year state GPR costs. The
use of these funds is contingent upon notification to the Departnment of

Admi ni stration and the Joint Committee on Finance. These are usually
identified by the Bureau of Fiscal Services.

POLI CY
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The followi ng rules apply for appropriations where GPR funds have been
appropriated as either a match for, supplement to, or a budgeted state
share to non-GPR funds.

a. If non-GPR funds actually realized are | ess than the origina
estimate, all appropriated GPR funds may be used to neet the
program needs, even if this neans a greater proportion of GPR
funding is used than originally assunmed (except if a statute
speci fies a maxi num match ratio). All underspending for the
program woul d be consi dered GPR, and as such, would | apse to the
general fund unless legally carried over by statute.

b. If non-GPR funds (usually federal) actually realized are greater
than the original estimate, total comitnments should be linited to
the original conbined | evel of GPR/ non-GPR authorized. |If a GPR
mat ching ratio is required by the non-GPR fundi ng source, GPR
woul d be utilized at this ratio during the fiscal period. Only
after the non-GPR funds are exhausted woul d GPR be used to bring
the total spending up to the total authorized. GPR in an anmount
equal to the non-GPR i ncrease would | apse to the general fund or
be reported to DOA and the Joint Committee on Finance (JFC) as
excess federal revenue before commitnent or use. |In addition
program under spendi ng woul d | apse as GPR to the general fund on
the basis of last in/first out.

If non-GPR actually realized over the budgeted | evel is received after
the close of the state FY and GPR has al ready been spent, the anount
realized is |apsed or reported as excess federal revenue to DOA and JFC.

If non-GPR funds actually realized are "materially" |ess than estimated,
such that the departnment will, of necessity, substantially alter the
service | evel of the program comunication to that effect may be
directed to the Ofice of Policy and Budget (OPB) and DOA.

If there is non-GPR (excess federal revenue) to be reported to DOA and
JFC and not | apsed, under current policies, it is general policy to be
retai ned for federal disallowances, not used for operating costs.

Any notification disclosing excess federal revenue to Departnent of
Admi nistration and Joint Conmittee on Finance will be prepared by
Di vi si on of Managenent Services, Bureau of Fiscal Services.
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EXCESS FEDERAL REI MBURSEMENT

DEFI NI TI ON Unantici pated federal reinbursenment for past GPR Costs. My

i nclude audit settlenments, unbudgeted federal cash brought
in by DHSS which is over and above biennial budget anmpunts.
The rei mbursenents usually cross the state fiscal year and
federal fiscal year, and the uses are contingent upon
notification to DOA and JFC.

STATUTCRY, AUDI T AND POLI CY BACKGROUND

State Accounting. Excess Federal Reinbursenent is governed by s. 16.52

(2).

"Except in the case of program revenue and continui ng appropriations,
any refund of a disbursenent to a general purpose revenue appropriation,
applicable to any prior fiscal year, received between these dates may
not be credited to any appropriation but shall be considered as a non-
appropriated receipt. General purpose revenue (GPR) earned, as defined
ins. 20.001 (4) is not avail able for expenditure, whether or not
applied to the fiscal year in which received."

The state accounting directions and the appropriation reconciliation
require that non-appropriated receipts |apse to the general fund.

Accounting Cuidelines. Two references are pertinent:

A Di scl osure. "The overall goal of accounting and financia
reporting for governnmental units is to provide: (1) financia
i nformati on useful for making economc, political and socia
deci si ons, and denpbnstrating accountability and stewardship; and
(2) information useful for evaluating managerial and
organi zati onal performance . . . . For accounting the use and
di sposition of resources entrusted to public officials."
(" Objectives of Accounting and Fi nancial Reporting for
Governnental Units," National Council on Governnental Accounting.)

B. Governnental Generally Accepted Accounting Principles (GAAP) do
not deal specifically with how revenue such as excess federa
rei mbursenent should be recorded. However, Principle | of
Gover nnent al GAAP does state that the "accounting system nust nake
it possible to both: (a) present fairly and with full dis-
closure . . . and (b) to deternine and denonstrate conpliance with
finance-rel ated | egal and contractual provisions." Since we have
a specific statute that deals with this type of revenue, GAAP
requires that we conply with it.

GAAP does state that revenue should be recorded when it is
measur abl e and available. 1t does not say how it is recorded
(i.e. as an unappropriated receipt, refund of expense or program
revenue). Therefore, the state statute is our only guide of the
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speci fic coding of the revenue, while GAAP tells us when it nust
be recorded (i.e. year received).

Audit Finding. 1In 1982, the Legislative Audit Bureau (LAB) audited
Community Aids which had a major federal financing conponent. The
Department was audited because federal funds replaced appropriated GPR
but were not reported or |apsed.

The LAB report stated: "Federal reinbursenents should be used to

rei mburse state expenditures and not to establish Department-controlled
surpluses within federal appropriations. W recommend that the
Legi sl ature take steps to address the issues surroundi ng discretionary
funds. At a mninmm we suggest that discretionary funds be fully

i dentified and reviewed during the 1983-85 biennial budget process. W
further suggest that consideration be given to the possibility of

i ncluding specific legislation in the budget, or provisions in
Department of Administration rules, to define the Iimted circunstances,
i f any, under which state agencies nmay create discretionary funds.
Wil e sone discretion nmay be needed, for exanple, to handl e unexpected
variations in federal funding |levels. we believe major program and
fundi ng deci sions nust be nmade or reviewed by the Legislature."

Department Policy. |In response to LAB and the basic concerns internally
and externally for increased accountability for public funds, the
following policies were stated and sent to Joint Committee on Finance in
March 1983 by the Departnent Secretary:

"When plans for expendi ng budgeted federal funds differ materially from
pl ans reviewed by the Legislature in the biennial budget, the Departnent

will offer an opportunity for appropriate Legislative review. In nost
i nstances, an advisory notice to the Joint Cormittee on Finance, or a
request for Joint Finance approval, is the mechanismthat will be used.

"The Departnment should claimadditional federal funds for approved
program purposes when there is a reasonable basis, not necessarily a
certainty, of making the claim Efforts should be nade to naxini ze
funds, if possible, beyond those anticipated in the budget, as
availability of funds becones known.

"When Federal funds can be successfully claimed which were not i ncluded
in the biennial budget and the funds are either reinbursenent for past
GPR expenditures, changes in federal matching ratios, or paynent for
expenses whi ch woul d otherwi se be billed to GPR budgeted for that
purpose, the results will be to | apse the nonies to the general fund."



